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It's All About the Data

This month’s hotter than anticipated CPI report and better than expected
economic data is forcing markets to re-think the validity of the Fed's view that the US
economy is resilient and stronger than most believe. Consequently, the rate markets
have sold off as the “higher for longer” narrative returns. Through all the market
volatility, we continue to maintain our optimistic view of the economy supported by
numerous data points, best summarized in the Atlanta Fed GDPNow Forecast Index.
Most recently, the January ISM Manufacturing release indicates a recovery in the
manufacturing sector, further supporting our view of a robust economy.
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In 2020, manufacturing data experienced a sharp decline, and world economies
shutdown amid the uncertainties of the COVID-19 pandemic. However, with the
realization that consumers were unable to travel or spend on services, there was a rise
in demand for goods. Manufacturing activity surged to meet this demand, only to
undergo another significant shift when the services economy reopened, resulting in a
great imbalance between supply and demand. Subsequently, the manufacturing sector
has been on a gradual decline as it recovers from the excess inventory accumulated in
2021. Nonetheless, recent data indicates that we may have reached a bottom in
manufacturing activity as consumption patterns revert to pre-pandemic levels and
supply has normalized. As manufacturing activity rebounds, it will contribute to overall
expansion on top of an already healthy economy.
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Source: Smith Capital Investors, Bloomberg 2/21/2024

While one month does not make a trend, we are encouraged by the recent bottom
and possible upturn in manufacturing activity. We remain vigilant in monitoring the data,
as it plays a crucial role in shaping our view (as well as the Fed’s) on rates and credit.
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Let's talk! — Smith Capital Investors

Our mailing address is:
Smith Capital Investors
1430 Blake Street
Denver, CO 80202
303-597-5555
833-577-6484
info@smithcapitalinvestors.com
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www.smithcapitalinvestors.com

The opinions and views expressed are as of the date published and are subject to change without notice. Information
presented herein is for discussion and illustrative purposes only and should not be used or construed as financial,
legal, or tax advice, and is not a recommendation or an offer or solicitation to buy, sell, or hold any security,
investment strategy, or market sector. No forecasts can be guaranteed. Any investment or management
recommendation in this document is not meant to be impartial investment advice or advice in a fiduciary capacity
and is not tailored to the investment needs of any specific individual or category of individuals. Opinions and
examples are meant as an illustration of broader themes, are not an indication of trading intent, and are subject to
change at any time due to changes in the market or economic conditions. There is no guarantee that the information
supplied is accurate, complete, or timely, nor are there any warranties concerning the results obtained from its use. It
is not intended to indicate or imply that any illustration/example mentioned is now or was ever held in any portfolio.

Past performance is no guarantee of future results. Investing in a bond market is subject to risks, including market,
interest rate, issuer, credit, inflation, default, and liquidity risk. The bond market is volatile. The value of most bonds and
bond strategies are impacted by changes in interest rates. The return of principal is not guaranteed, and prices may
decline if an issuer fails to make timely payments or its credit strength weakens. High yield or “junk” bonds involve a
greater risk of default and price volatility and can experience sudden and sharp price swings.

Please consider the charges, risks, expenses, and investment objectives carefully before investing. Please see a
prospectus, or, if available, a summary prospectus containing this and other information. Read it carefully before you
invest or send money. Investing involves risk, including the possible loss of principal and fluctuation of value.

All indices are unmanaged. You cannot invest directly in an index. Index or benchmark performance presented in this
document does not reflect the deduction of advisory fees, transaction charges, and other expenses, which would

reduce performance.

This material may not be reproduced in whole or in part in any form, or referred to in any other publication, without
express written permission from Smith Capital Investors.

Smith Capital Investors, LLC is a registered investment adviser.
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